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REAUTHORIZATION  OF  THE  FEDERAL  PHYSI- 
CIANS COMPARABILITY  ALLOWANCES  ACT 
OF  1978 


WEDNESDAY,  JUNE  9,  1993 

House  of  REPRESE>rrATivES, 
Committee  on  Post  Office  and  Civil  Service, 
Subcommittee  on  Compensation  and  Employee  Benefits, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  3:00  p.m.,  in  room 
304,  Cannon  House  Office  Building,  Hon.  Eleanor  Holmes  Norton 
(chairman  of  the  subcommittee)  presiding. 

Members  present:  Representatives  Norton  and  Byrne. 

Ms.  Norton.  I  am  pleased  to  open  this  hearing  now,  with  apolo- 
gies that  an  urgent  matter  I  thought  might  have  delayed  the  hear- 
ing altogether,  and  I  apologize  to  our  witnesses,  to  Mrs.  Byrne,  to 
those  of  you  who  have  been  waiting  for  this  delay  and  assure  you 
it  was  unavoidable. 

We  will  act  with  dispatch  now.  There  are  few  witnesses  and  1 
think  this  is  a  clearcut  and  noncontroversial  issue. 

The  Federal  Physicians  Comparability  Allowances  Act  of  1978, 
Public  Law  95-603,  authorized  agencies  experiencing  problems  re- 
cruiting and  retaining  physicians  to  enter  into  service  agreements 
with  physicians  in  return  for  special  pay  allowances  ranging  from 
a  maximum  of  $7,000  for  those  with  less  than  2  years  government 
service  and  of  $10,000  for  those  with  more  service.  Public  Law  100- 
140  extended  this  program  though  September  30,  1990,  and  in- 
creased the  maximums  to  $14,000  and  $20,000,  respectively.  Public 
Law  101-420,  enacted  October  12,  1990,  further  extended  the  pro- 
gram through  September  30,  1993. 

If  we  are  to  be  serious  about  reinventing  Government,  we  must 
do  more  than  reduce  Government  waste,  streamline  Government 
operations,  and  increase  Government  efficiency.  We  must  also  look 
to  positive  incentives,  especially  the  pay  of  Federal  workers,  who 
increasingly  are  refusing  to  earn  less  in  the  CJovernment  than  they 
would  in  the  private  sector  for  comparable  work. 

The  need  is  especially  great  for  scarce  employees  such  as  those 
responsible  for  the  health  care  of  veterans  and  others  served  by  the 
Nation's  public  health  facilities.  Without  the  Federal  Physicians 
Comparability  Act,  Federal  agencies  would  be  unable  to  compete 
with  the  private  sector  in  the  hiring  of  qualified  and  capable  physi- 
cians. 

I  want  to  welcome  Mr.  James  King,  Director  of  the  Office  of  Per- 
sonnel Management,  to  present  OPM's  views  on  authorization,  or 

(1) 


reauthorization  of  the  program.  The  subcommittee  is  also  pleased 
to  welcome  Dr.  Charles  Sneiderman,  president  of  the  Federal  Phy- 
sicians Association. 

I  look  forward  to  hearing  from  each  of  you  today,  and  invite  you 
to  begin  your  testimony,  Mr.  King. 

STATEMENT  OF  JAMES  B.  KING,  DIRECTOR,  OFFICE  OF 
PERSONNEL  MANAGEMENT 

Mr.  King.  Thank  you,  Madam  Chairman.  Thank  you  for  this  op- 
portunity to  present  OPM's  views  on  the  Federal  Physicians  Com- 
parability Allowance  Program  and  on  H.R.  1535,  a  bill  to  extend 
the  program  by  4  additional  years  to  1997.  The  Office  of  Personnel 
Management  supports  enactment  of  this  bill. 

The  Physicians  Comparability  Allowance  Program  has  proven  to 
be  an  important  tool  in  the  Government's  efforts  to  recruit  and  re- 
tain physicians.  The  program  permits  Federal  agency  heads  to 
enter  into  service  agreements  with  physicians  employed  under  the 
General  Schedule  and  certain  other  pay  systems.  Under  the  service 
agreements,  the  physicians  agree  to  continue  emplo3rment  with 
their  agency  for  a  specific  period,  usually  2  years,  in  return  for  al- 
lowances up  to  $20,000. 

Federal  agencies  employ  physicians  in  a  variety  of  functions,  in- 
cluding patient  care  in  hospitals  and  clinics,  the  conduct  and  eval- 
uation of  medical  research  on  the  safety  of  foods  and  drugs,  the 
medical  screening  of  employees  in  jobs  with  physical  fitness  re- 
quirements, and  the  administration  of  medical  and  health  pro- 
grams. The  Physicians  Comparability  Allowance  Program  is  de- 
signed to  afford  the  flexibility  agencies  need  to  address  the  differ- 
ing recruitment  and  retention  problems  that  arise  in  these  dif- 
ferent employment  situations. 

We  believe  the  Physicians  Comparability  Allowance  Program  is 
operating  well.  In  fiscal  year  1992,  some  3,000  Government  physi- 
cians were  eligible  under  the  program,  and  one-half  of  these  actu- 
ally received  allowances,  based  on  agencies'  recruitment  and  reten- 
tion needs.  The  average  allowance  paid  in  fiscal  year  1992  was  a 
little  over  $14,000.  In  the  5-year  period  from  1987  to  1992,  the  per- 
centage of  eligible  physicians  who  received  allowances  increased 
steadily,  from  42  percent  to  50  percent. 

In  view  of  the  continuing  staffing  problems  for  physicians,  the 
Office  of  Personnel  Management  has  long  authorized  special  rates 
of  basic  pay  above  the  regular  pay  rates  of  the  General  Schedule 
for  all  medical  officers.  These  special  rates  are  as  much  as  26  per- 
cent above  the  regular  pay  rates,  based  on  the  medical  specialty 
and  grade  level  of  the  job.  Thus,  all  physicians  in  the  General 
Schedule  receive  higher  basic  pay,  but  agencies  also  need  the  addi- 
tional incentive  of  physicians  allowances  to  compete  successfully  for 
physicians  they  need. 

Therefore,  the  Office  of  Personnel  Management  supports  enact- 
ment of  H.R.  1535,  to  provide  a  4-year  extension  of  the  physicians 
allowance  authority. 

Madam  Chairman,  I  would  like  to  thank  you,  and  I  would  be 
pleased  to  respond  to  any  questions  you  might  have. 

[The  prepared  statement  of  Mr.  King  follows:] 


Prepared  Statement  of  James  B.  King,  Director,  Office  of  Personnel 
Management 

Madam  Chairwoman  and  members  of  the  Subcommittee:  Thank  you  for  this  op- 
portunity to  present  OPM's  views  on  the  Federal  Physicians  Comparabihty  Allow- 
ance Program,  and  on  H.R.  1535,  a  bill  to  extend  the  program  by  4  additional  years, 
to  1997.  The  Office  of  Personnel  Management  supports  enactment  of  this  bill. 

The  Physicians  Comparability  Allowance  Program  has  proven  to  be  an  important 
tool  in  the  Government's  efforts  to  recruit  and  retain  physicians.  The  program  per- 
mits Federal  agency  heads  to  enter  into  service  agreements  with  physicians  em- 
ployed under  the  General  Schedule  and  certain  other  pay  systems.  Under  the  serv- 
ice agreements,  the  Physicians  agree  to  continue  employment  with  their  agency  for 
a  specified  period,  usually  2  years,  in  return  for  allowances  of  up  to  $20,000  per 

Federal  agencies  employ  physicians  in  a  variety  of  functions,  including  patient 
care  in  hospitals  and  cUnics,  the  conduct  and  evaluation  of  medical  research  on  the 
safety  of  foods  and  drugs,  the  medical  screening  of  employees  in  jobs  with  physical 
fitness  requirements,  and  the  administration  of  medical  and  health  programs.  The 
Physicians  Allowance  Program  is  designed  to  afford  the  flexibility  agencies  need  to 
address  the  differing  recruitment  and  retention  problems  that  arise  in  these  dif- 
ferent employment  situations.  .  „    t     /-      i 

We  believe  the  physicians  allowance  program  is  operating  well.  In  fiscal  year 
1992,  some  3,000  Government  physicians  were  eligible  under  the  program,  and  one- 
half  of  these  actually  received  allowances,  based  on  agencies'  recruitment  and  reten- 
tion needs.  The  average  allowance  paid  in  fiscal  year  1992  was  a  little  over  $14,000. 
In  the  5-year  period  from  1987  to  1992,  the  percentage  of  ehgible  physicians  who 
received  allowances  increased  steadily,  fi-om  42  percent  to  50  percent. 

In  view  of  the  continuing  staffing  problems  for  physicians,  the  Office  of  Personnel 
Management  has  long  authorized  special  rates  of  basic  pay  above  the  regular  rates 
of  the  General  Schedule  for  all  medical  officers.  These  special  pay  rates  are  as  much 
as  26  percent  above  the  regular  pay  rates,  based  on  medical  specialty  and  the  gen- 
eral level  of  the  job.  Thus,  all  physicians  in  the  General  Schedule  receive  higher 
basic  pay,  but  agencies  also  need  the  additional  incentive  of  physicians  allowances 
to  compete  successfully  for  the  physicians  they  need. 

Therefore,  the  Office  of  Personnel  Management  supports  enactment  of  H.K.  1535, 
to  provide  a  4-year  extension  of  the  physicians  allowance  authority. 

Thank  you.  I  would  be  pleased  to  answer  any  questions  the  subcommittee  may 
have. 

Ms.  NORTON.  Thank  you  very  much,  Mr.  King,  for  pointed  and 
brief  testimony.  We  appreciate  both. 

In  1980,  I  note  that  this  program  almost  achieved  permanent 
status,  but  was  vetoed  by  the  President.  In  your  testimony  you  in- 
dicate your  support  for  H.R.  1535,  to  extend  the  program  for  four 
more  years  but  not  make  the  program  permanent.  Why  is  0PM 
recommending  a  4-year  temporary  extension  as  opposed  to  a  per- 
manent extension? 

Mr.  King.  Well,  we  have  been  conducting  extensive  studies  of  the 
pay  and  the  job  evaluation  systems  that  cover  all  of  these  health 
care  operations,  and  I  think  what  we  want  to  do  is  we  want  to  con- 
tinue to  do  the  evaluation  because  there  are  some  interesting  areas 
that  we  don't  believe  have  been  fully  studied.  We  believe  that 
prior— probably  prior  to  the  end  of  the  4-year  period  we  would  like 
to  come  back  to  the  committee  and  share  and  work  with  the  com- 
mittee staff  to  develop  and  to  present  to  you  something  that  we  be- 
lieve would  then  be  permanent. 

But  we  don't  believe  at  this  time  we  have  enough  data  to  respond 
to  the  fact  that  it  should  be  permanent,  and  what  we  ought  to  do 
is  have  this  opportunity  to  develop  and  test  the  effectiveness  of  the 
improvements  we  have  built  into  the  system  at  this  time. 

Ms.  Norton.  According  to  the  Federal  Physicians  Association, 
one  problem  with  the  FPCAA  is  that  agency  heads  have  too  much 
discretion  in  determining  what  constitutes  a  recruitment  and  re- 


tention  problem,  and  thus  which  physicians  or  physician  positions 
quaUfy  for  comparabiUty  allowances  to  address  this  problem. 

As  you  know,  the  Association  suggests  that  0PM  define  recruit- 
ment and  retention  as  a  specific  vacancy  rate — for  example,  5  per- 
cent over  a  period  of  6  months — as  a  trigger  for  authorizing  the  al- 
lowances. I  would  like  your  comments  on  the  Association's  proposed 
solution? 

Mr.  King.  I  haven't  had  an  opportunity  to  actually  review  the 
Association's  submissions,  but  I  would  give  that  for  the  record. 
Madam  Chair. 

But  if  I  could  comment  on  the  general  text,  if  that  would  be  per- 
mitted at  this  time?  We  talk  about  the  term  flexibility.  I  would  like 
to  leave  as  much  discretion  in  the  hands  of  the  administrators,  be- 
cause what  might  be  5  percent,  maybe  that  much  slack  in  one  facil- 
ity may  be  critical  in  another,  depending  on  what  that  level  of  care 
is,  whether  they  are  dealing  with  emergency  situations  rather  than 
something  that  can  be  delayed,  you  know. 

So  I  would  much  rather  leave  the  decision-making  as  much  as 
we  could  at  the  local  level.  And  we  could  give  criteria  of  what  is 
expected  as  far  as  performance  goes  and  what  the  demands  are  on 
the  facility,  rather  than  trying  to  legislate  in  a  rather  sterile  set- 
ting. No  pun  intended. 

Ms.  Norton.  But  rather  than  legislation,  one  might  expect  that 
after  some  years  now  with  the  program  there  would  be  either  some 
limit  on  discretion  or  some  guidance  or  guidelines  of  some  kind. 
Are  there  any  written  guidelines  of  any  kind? 

Mr.  King.  I  believe  there  are,  and  I  will  come  back  with  those. 
At  this  time,  I  just  commented  off  the  top,  Madam  Chair. 

Ms.  Norton.  Yes,  we  would  appreciate  receiving  copies  of  any 
written  guidance  to  agencies  in  exercising  their  discretion. 

Mr.  King.  Yes. 

[The  information  referred  to  follows:] 

Question.  What  are  the  written  criteria  for  determining  when  it  is  appropriate  for 
an  agency  to  provide  a  physicians  comparability  allowance  (PCA)? 

OPM  response.  Section  595.103  of  title  5,  Code  of  Federal  Regulations,  provides 
information  regarding  the  establishment  of  categories  of  physicians,  and  section 
595.104  provides  information  regarding  the  determination  of  recruitment  and  reten- 
tion problems,  as  follows: 

§595.103  Establishment  of  categories  of  physicians. 

(a)  Under  subsection  (c)  of  5  U.S.C.  5948,  the  head  of  each  agency  employing  phy- 
sicians is  required  to  determine  categories  of  physician  positions  for  which  there  is 
a  significant  recruitment  and  retention  problem,  and  physicians'  comparability  al- 
lowances may  be  paid  only  to  physicians  serving  in  positions  in  such  categories. 

(b)  In  determining  categories  of  physician  positions,  the  head  of  each  agency  must, 
as  a  minimum,  establish  as  separate  categories  the  following  types  of  positions: 

( 1)  Positions  primarily  involving  the  practice  of  medicine  or  direct  service  to 
patients,  involving  the  performance  of  diagnostic,  preventive,  or  therapeutic 
services  to  patients  in  hospitals,  clinics,  public  health  programs,  diagnostic  cen- 
ters, and  similar  settings,  but  not  including  positions  described  in  paragraph 
(b)(3)  of  this  section; 

(2)  Positions  primarily  involving  the  conduct  of  medical  research  and  experi- 
mental work,  including  the  conduct  of  medical  work  pertaining  to  food,  drugs, 
cosmetics,  and  devices  (or  the  review  or  evaluation  of  such  medical  research  and 
experimental  work),  or  the  identification  of  causes  or  sources  of  disease  or  dis- 
ease outbreaks; 

(3)  Positions  primarily  involving  the  evaluation  of  physical  fitness,  or  the  pro- 
vision of  initial  treatment  of  on-the-job  illness  or  injury,  or  the  performance  of 


preemployment  examinations,  preventive  health  screenings,  or  fitness-for-duty 
examinations;  and 

(4)  Positions  not  described  by  paragraph  (b)  (1),  (2),  or  (3)  of  this  section,  in- 
cluding positions  involving  disability  evaluation  and  rating,  the  performance  of 
medicolegal  autopsies,  tredning  activities,  or  the  administration  of  medical  and 
health  programs,  including  the  administration  of  patient  care  or  medical  re- 
search and  experimental  programs. 
(c)  The  agency  head  may  estabhsh  as  separate  categories  any  additional  subdivi- 
sions of  these  four  categories  of  positions,  based  on  any  factors  the  agency  head  de- 
termines relevant.  These  may  include  such  factors  as  the  location,  grade  or  level, 
and  medical  speciaUzation  of  the  positions,  and  the  level  of  qualifications  sought  by 
the  agency  for  physicians  in  the  category. 
§595.104  Determination  of  recruitment  and  retention  problem. 

A  significant  recruitment  and  retention  problem  shall  be  considered  to  exist  for 
each  category  of  physician  position  estabUshed  under  §595.103  of  this  part  only  if 
the  four  following  conditions  are  met  with  respect  to  the  category: 

(a)  Such  evidence  as  vacant  positions,  an  unacceptably  high  turnover  rate,  or 
other  positive  evidence  indicates  that  the  agency  is  unable  to  recruit  and  retain 
physicians  for  the  category; 

(b)  The  quaUfication  requirements  being  used  as  a  basis  for  considering  can- 
didates for  the  vacant  positions  in  the  category  do  not  exceed  the  qualifications 
that  are  actually  necessary  for  successful  performance  of  the  work  of  the  posi- 
tions in  the  category; 

(c)  The  agency  has  made  efforts  to  recruit  qualified  candidates  for  any  vacant 
positions  in  the  category  and  to  retain  physicians  presently  employed  in  posi- 
tions in  the  category;  and 

(d)  A  sufficient  nvunber  of  qualified  candidates  is  not  available  to  fill  the  exist- 
ing vacancies  in  the  category  at  the  rate  of  pay  the  agency  may  offer  if  no  com- 
parability allowance  is  paid. 

Ms.  Norton.  In  your  testimony  you  mention  that  special  pay 
rates  greater  than  the  General  Schedule  rates  are  based  on  medical 
specialty  and  grade  level.  What  special  rates  do  you  now  have  by 
physician  specialty,  and  which  is  the  highest,  which  is  the  lowest? 

Mr.  King.  Well,  we  have  three  broad-based.  One  is  the  clinical 
physicians  who  are  required  to  practice  medicine  directly  in  the 
clinics  and  the  hospitals,  et  cetera,  and  they  provide  direct  service. 
The  second  level  is  another  rate  to  the  research  physicians.  And 
then  finally,  physicians  who  are  involved  in  administration,  em- 
ployment and  occupational  health,  and  the  disability  situations 
that  are  covered  in  a  third  schedule. 

By  the  way,  I  can  get  that  entire  rate  chart  for  you  for  the 
record.  Madam  Chairman. 

[The  information  referred  to  follows:] 

Question.  What  special  pay  rates  are  in  effect  for  physicians  practicing  various 
medical  specialties? 

0PM  response.  The  chart  below  shows  the  three  worldwide  special  salary  rate  ta- 
bles authorized  under  5  U.S.C.  5305  for  physicians  (GS-0602,  Medical  Officer).  The 
three  tables  are  (1)  chnical  (Table  0290),  covering  direct  service  to  patients;  (2)  re- 
search (Table  0524),  covering  medical  research  and  experimental  work;  and  (3)  other 
(Table  0499),  covering  all  other  physicians. 

TABLE  NUMBER:  0290— SALARIES 


Grade  Step  1       Step  2       Step  3       Step  4       Step  5       Step  6       Step  7       Step  8       Step  9        Step  10 


Step  in- 
terval 


11  42,591  43,712  44,833  45,954  47,075  48,196  49,317  50,438  51,559 

12 51,042  52,385  53,728  55,071  56,414  57,757  59,100  60,443  61,786 

13 60,696  62,295  63,890  65,487  67,084  68,681  70,278  71,875  73,472 

14 69,843  71,731  73,619  75,507  77,395  79,283  81,171  83,059  84,947 

15 75,489  77,709  79,929  82,149  84,369  86,589  88,809  91,029  93,269 


52,680 

1,121 

63,129 

1,343 

75,069 

1,597 

86,835 

1,888 

95,469 

2,220 

Occupation:  0602  Medical  Officer— Clinical 


TABLE  NUMBER:  0524— SALARIES 

Grade 

Step  1 

Step  2 

step  3 

step  4 

Step  5        Step  6        Step  7 

Steps 

Step  9 

Step  10 

Step  In- 
terval 

}3  ••■••■ 

40,349 
48,356 
59,099 
66,067 
71,049 

41,470 
49,699 
60,696 
67,955 
73,659 

42,591 
51,042 
62,293 
69,843 
75,489 

43.712 
53,385 
63,890 
71.731 
77,709 

44,833     45,954     47,075 
53,728     55,071      56,414 
65,487     67.084     68,681 
73,619     75,507     77,395 
79.929     82,149     84,369 

48.196 
52,757 
70,278 
79,283 
83,589 

49,317 
59,100 
71,875 
81.171 
88,809 

50,438 
60,443 
73,472 
83,059 
91,029 

1,121 
1,343 
1,597 
1,888 
2,220 

Occupation: 

0602  Medical  Officer— Research 

TABLE  NUMBER:  0499— SALARIES 

Grade 

step  1 

Step  2 

Step  3 

Step  4 

Step  5        Step  6       Step  7 

Steps 

Step  9 

Step  10 

Step  in- 
terval 

12 45,670  47,013  48,356  49,699  51,042  52,385  53,728  55,071  56,414  57,757  1,343 

13 57.502  59.099  60,696  62,293  63,890  65,487  67.084  68,681  70,278  71,875  1,597 

14 64,179  66,067  67,955  69,843  71,731  73,619  75,507  77,395  79.283  81,171  1,888 

15 71,049  73,269  75.489  77.709  79,929  82,149  84,369  86,589  88,809  91,029  2,220 

Occupation:  0602  Medical  Officer— Other. 

Ms.  Norton.  That  would  be  very  useful.  As  we  head  toward 
health  care  reform,  there  is  going  to  be,  I  predict,  rate  disjuncture 
between  what  the  Government  wants  to  pay  for,  which  is  preventa- 
tive care  and  ordinary  care  before  acute  illness  sets  in,  and  the 
supply  of  physicians  available  in  those  nonspecialty  areas. 

Now,  I  would  not  be  surprised  if  the  Government  would  simply 
be  enforcing  the  specialization  that  is  going  to  be  out  of  sync  with 
the  needs  by  the  way  we  go  at  this  pay.  But,  of  course,  if  that  is 
what  are  called  for,  that  is  how  you  are  staffing  your  facilities,  that 
is  what  we  are  going  to  need.  I  would  be  most  interested  to  see 
what  you  have  to  submit  on  that. 

I  would  like  to  turn  to  Mrs.  Byrne  and  see  if  she  has  any  ques- 
tions. 

Mrs.  Byrne.  Madam  Chair,  I  don't  have  any  questions  at  this 
time.  I  just  want  to  thank  the  Director  for  his  testimony  here  be- 
fore us. 

Ms.  Norton.  And  on  that  note  that  my  colleague  has  raised  and 
while  you  are  here,  Mr.  King 

Mr.  King.  Yes,  ma'am. 

Ms.  Norton  [continuing].  There  is  another  little  matter  I  would 
like  to  inquire  about.  Yesterday's  Washington  Post  contained  an  ar- 
ticle which  indicated  that  0PM  had  prepared  a  draft  paper  critical 
of  the  locality  based  salary  process.  I  would  like  you  to  tell  us  the 
purpose  for  which  the  paper  was  prepared  and  to  summarize  its 
contents. 

Mr.  King.  Well,  on  March  1  the  Federal  Salary  Council  wrote  to 
the  pay  agent  requesting  an  explanation  of  "flawed  methodology  in 
the  0MB  budget,"  and  under  the  Civil  Service  Reform  Act,  as  you 
know,  Madam  Chairman,  the  pay  agent  is  required  to  "thoroughly 
consider"  the  views  of  the  Salary  Council.  The  pay  agent  met  on 
May  17  to  consider  a  reply  to  the  letter  from  the  Salary  Council. 
That  letter,  a  draft — then  there  was  a  discussion  of  that  meeting 
from  which  was  generated  a  draft  letter  which  was  being  circulated 
to  the  parties,  and  the  parties  in  this  case.  Madam  Chair,  as  you 
are  aware,  but  for  the  record,  are  the  Secretary  of  Labor,  the  Direc- 
tor of  the  Office  of  Budget— -OMB— and  the  Director  of  the  Offiice 


of  Personnel  Management,  myself.  So  we  are  the  pay  agent,  as  it 
were. 

This  was  put  in  a  draft  form  and  it  was  felt  that  there  had  been 
a  great  deal  of  work  done.  Madam  Chair,  by  both  the  Federal  Sal- 
ary Council  and  others.  Therefore  we  felt  that  the  reconciliation 
should  go  forward  while  we  continued  to  work  on  a  draft.  What 
was  reported  was  a  draft,  not  a  complete  document,  that  was  up 
for  discussion  among  those  three  different  agencies  and  the  people 
within  the  agencies  to  hash  the  particulars  out.  This  was  methodol- 
ogy, purely  methodology.  And  I  don't  believe  as  I  heard  any  that 
the  goals  that  the  chair — that  we  share  with  the  chair  were  up  for 
discussion.  It  was  a  methodology  that  was  used. 

And  then  should  there  be — review  the  legislation  and  see  if  there 
should  be  some  technical  areas  that  we  might  like  to  come  back 
and  meet  with  the  committee  for  discussions  so  that  we  could,  we 
felt,  have  a  better  product  as  far  as  methodology  goes.  And  that 
was  the  basis  of  the  draft  of  the  letter  and  the  discussions  that 
have  been  going  on. 

That  letter  and  that  draft  had  emerged,  as  you  know,  in  the 
news,  and  quite  frankly,  I  don't  know  where  it  emerged  from.  Be- 
cause what  it  did,  rather  than — it  is  one  of  the  few  times  I  think 
that  I  have  been  an  enormous  amount  of  heat  without  any  light 
being  generated,  and  lots  of  smoke  with  it. 

Ms.  Norton.  Was  there  unnecessary  heat  being  generated? 

Mr.  King.  Well,  I  think  it  confuses  the  issue.  Madam  Chair.  The 
issue  I  thought  as  laid  out  was  does  it  look  at  this  time  that  there 
are  geographic  location  questions.  Is  Gulfport,  MS,  does  it  cost  the 
same  and  the  salaries  reflect  the  same  there  as,  say,  in  Boston? 
And  there  is  no  question  for  anyone  who  has  traveled  in  this  coun- 
try that  there  are  differences  in  cost  of  living  from  community  to 
community.  It  is  a  question  of  how  you  establish  that,  and  that  is 
where  we  come  back  to  methodology. 

So  goals  are  not  in  discussion  in  this,  really.  It  is  methodology 
and  developing  how  that  can  be  done.  Madam  Chair. 

Ms.  Norton.  I  think  what  is  yielding  the  suspicion.  Dr.  King,  is 
that  the  administration  gave  as  a  reason  for  wanting  to  postpone 
locality  pay  for  a  full  year  that  it  wanted  to  look  into  methodology, 
and  when  it  did  so  members  of  this  subcommittee,  not  including 
myself  but  those  who  had  been  directly  involved  in  writing  what 
is  at  best  a  very  hard  law  to  write,  disagreed  profoundly  that  there 
were  methodology  concerns  that  they  had  not  foreseen  and,  very 
frankly,  took  it  as  a  reason  simply  to  postpone  a  rather  solemn 
promise  to  a  greatly  demoralized  work  force  which  has  taken 
freezes  and  all  manner  of  cutbacks  over  time,  and  were  being  asked 
to  sacrifice  much  more,  much  more  than  the  average  American. 

And  what  happened,  as  you  are  aware,  is  that  this  subcommittee 
working  with  the  Government  agencies  and  the  employee  unions 
still  left  Federal  employees  with  the  larger  burden  of  sacrifice,  the 
largest  burden  of  sacrifice  in  this  country,  but  did  manage  to  save 
locality  pay. 

Now,  what  this  means  to  everybody  who  has  read  it  is  that  what 
we  believed  was  a  good  faith  deal  is  now  coming  unraveled.  If  it 
does,  you  are  not  going  to  have  my  support,  I  will  tell  you  that 
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much.  And  I  don't  think  you  are  going  to  have  the  support  of  this 
subcommittee  or  of  this  committee. 

We  have  not  been  consulted  on  it.  We  think  that — ^you  know 
what  we  think?  We  think  somebody  got  this  into  the  paper.  We 
think  this  was  deliberately  leaked  as  the  first — as  a  way  to  try  to 
influence  people  in  the  Senate  to  undo  the  very  laborious  bargain 
that  was  made  here  that  still  left  Federal  employees  in  the  hole. 
That  is  what  we  believe. 

And  I  am  not  accusing  you  of  it,  but  we  don't  think  that  this 
ended  up  in  the  paper  this  morning  by  accident.  That  it  wasn't  re- 
leased 2  weeks  ago  or  wasn't  released  2  weeks  from  now.  We  be- 
lieve that  it  was  released  on  purpose  and  as  part  of  a  negotiating 
strategy  to  undermine  an  agreement  that  was  put  together  in  this 
subcommittee  in  order  to  leave  Federal  workers  just  a  little  less  in 
the  hole  than  they  would  have  been  left. 

I  repeat  they  still,  no  matter  what  you  come  out  with,  will  be  sac- 
rificing much  more  than  other  Americans.  And  I  just  want  to  say 
on  the  record  that  we  who  were  around  the  clock  trying  to  meet 
the  President's  savings — and  we  met  them  and  then  some — are 
very  disappointed  and  look  with  great  suspicion  on  this. 

It  has  rightly  generated  heat  because  it  is  not  about  methodology 
as  it  is  being  perceived.  It  is  about  undoing  a  deal.  Now,  if  you  go 
over  there  and  undo  it,  don't  look  to  us  to  say,  "OK.  We  agree.  That 
is  fine."  We  are  not  going  to  do  it  without  consultation.  We  are  not 
going  to  sell  Federal  workers  out  any  more  than  they  have  been 
sold  out. 

We  are  absolutely — and  the  reason  I  feel  so  strongly  about  this 
is  we  didn't  come  back  to  the  administration  and  say — even  though 
our  graph  showed  most  Americans  giving  this  much  and  Federal 
workers  giving  this  much,  outrageous  disparities — we  didn't  come 
back  and  say  give  the  administration  less.  Instead  we  said  we  are 
going  to  meet  your  sacrifice,  Mr.  President.  We  sat  down  and  we 
gave  him  every  red  cent  he  asked  for,  and  if  you  come  back  over 
here  and  say  that  is  gone  as  well  without  some  consultation  with 
us,  then  no  deal.  I  am  putting  it  on  the  record  now.  No  deal. 

You  want  us  to  make  more  sacrifices?  Then  talk  to  us.  Don't 
make  a  deal  over  there  and  come  back  over  here.  The  whole  thing 
is  going  to  fall  apart. 

And  I  am  the  first  one  that  want  to  support  this  President.  It 
was  my  suggestion  that  we  have  early  hearings,  call  the  employee 
organizations  in,  say  I  am  sorry,  we  are  going  to  meet  his  goals, 
now  tell  us  what  you  don't  like  most  and  we  will  try  to  do  some- 
thing about  if  we  can  find  ways  to  make  the  savings  in  other  ways. 
We  kept  our  part  of  the  deal. 

You  said,  "Deal."  Now  you  go  over  there — I  am  sympathetic  with 
your  problems.  I  know  what  that  house  is  like.  I  will  not  put  on 
the  record  what  I  think  of  that  house  sometimes.  I  was  told  during 
the  Anita  Hill  crisis  when  we  tried  to  put  some  things  on  the 
record  about  the  other  house  that  it  was  a  breach  of  protocol  to  tell 
the  truth  about  the  other  house,  so  I  will  not  do  that.  But  I  will 
say  this.  Don't  make  the  mistake  of  cutting  a  deal  that  takes  back 
everything  we  negotiated  without  consulting  with  this  subcommit- 
tee and  with  the  chair  of  this  committee.  You  heard  it  here  first. 


Mr.  King.  And,  Madam  Chair,  you  deserve  to  hear  it  here  first. 
0PM  was  as  stunned  by  what  we  saw  as  anyone  in  this  room,  and 
we  are  terribly  disappointed  too. 

Ms.  Norton.  I  certainly  believe  that  from  the  professionals  at 
0PM. 

Mr.  King.  I  want  you  to  know  that  Madam  Chair,  because  I 
said — and  I  wouldn't  want  the  record  to  reflect  anything  else — we 
are  in  absolute  agreement  as  far  as  goals.  There  is  this  other  thing, 
but  it  is  in  no  way  from  our  perspective  reflecting  on  anjrthing  that 
have  been  negotiated  on  the  basis  of  budget  with  the  Office  of  Man- 
agement and  Budget. 

By  the  way,  and  I  was  aware  of  this,  Madam  Chair,  that  it  had 
been  done,  and  that  was  one  of  the  reasons  that  I  really  stopped 
work  on  this  letter,  just  so  there  wouldn't  be  any  confusion  in  the 
transfer.  Required  by  law  to  respond,  I  just  felt  it  would  not  be 
helpful  at  that  moment  to  be  having  that  kind  of  a  discussion  in 
that  setting. 

Ms.  Norton.  Since  the  Washington  Post  has  a  copy  of  the  paper, 
I  would  appreciate  receiving  a  copy  as  well. 

Mr.  King.  Absolutely. 

Ms.  Norton.  Thank  you  very  much. 

Mr.  King.  As  you  suggest,  everyone  else  in  the  city  seems  to 
have  it.  I  would  like  to  think  that  the  principals  might. 

Ms.  Norton.  Thank  you  so  much,  Dr.  King. 

Mr.  King.  If  you  don't  mind  seeing  a  draft,  Madam  Chairman. 
Know  that  it  is  draft  status  and  there  will  be  much  changed. 

Ms.  Norton.  I  appreciate  that  very  much,  I  really  do. 

Mr.  King.  All  right.  Absolutely. 

[The  information  referred  to  follows:] 

The  President's  Pay  Agent 

Washington,  DC. 
Anthony  F.  Ingrassia, 

Acting  Chairman,  Federal  Salary  Council,   Theodore  Roosevelt  Federal  Building, 
Washington,  DC. 

Dear  Mr.  Ingrassia:  This  is  in  reply  to  the  Federal  Salary  Council's  memoran- 
dum of  March  1,  1993  expressing  concern  about  the  reference  to  "the  current,  flawed 
methodology"  for  determining  locality  pay  in  the  document  "A  Vision  of  Change  for 
America." 

We  are  aware  of  the  role  of  the  Council  in  advising  the  Pay  Agent  on  the  process 
for  comparing  Federal  and  non-Federal  rates  of  pay.  Although  the  Council  has  not 
yet  formally  tendered  its  advice,  we  are  aware  of  your  concerns.  We  have  shared 
with  the  Council  the  results  of  the  BLS  surveys  that  have  been  completed  to  date. 
We  believe  that  these  survey  results,  coupled  with  certain  requirements  in  the  law 
itself,  present  problems  that  are  not  Ukely  to  be  overcome  by  the  specific  methodol- 
ogy for  pay  comparison  and  gap  calculation  that  the  Council  recommends  or  the  Pay 
Agent  approves.  The  enclosed  staff  paper  outlines  our  areas  of  greatest  concern. 

Please  be  assured  that  we  are  committed,  on  behalf  of  the  Administration,  to 
working  with  the  Federal  Salary  Council  to  resolve  these  concerns  and  to  devise  a 
pay  system  that  is  credible  and  sensible  and  that  ensures  fair  and  equitable  pay 
for  Federal  employees  and  prudent  and  efficient  use  of  Federal  resources. 

In  this  endeavor,  we  look  forward  to  working  closely  and  directly  with  the  Federal 
Salary  Council. 


The  President's  Pay  Agent: 


Enclosure. 


Leon  E.  Panetta, 
Director,  Office  of  Management  and 
Budget. 
Robert  B.  Reich, 

Secretary  of  Labor. 
James  B.  King, 
Director,   Office  of  Personnel  Man- 
agement. 
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MAJOR  LOCALITY  PAY  CONCERNS 


President  Clinton's  proposal  to  delay  locality  pay  for  a  year  and  implement  it  in 
1995  with  systemic  revisions  to  its  "flawed  methodology"  has  reopened  debate  about 
the  means  of  comparing  Federal  and  non-Federal  pay  levels  and  determining  appro- 
priate adjustments  in  Federal  pay  rates. 

There  are  a  number  of  issues  surrounding  the  basic  design  of  the  locality  pay  sys- 
tem and  the  comparison  of  Federal  and  non-Federal  salaries.  Many  of  these  issues 
have  been  discussed  and  debated  in  a  number  of  forums  over  the  past  years.  If  the 
Federal  pay-setting  process  is  to  be  credible  and  acceptable,  particularly  in  a  time 
of  budget  deficits,  we  must  be  able  to  present  and  defend  a  sound  method  for  com- 
paring Federal  and  non-Federal  pay.  The  major  methodological  problems  that  are 
apparent  in  using  information  from  the  first  round  of  locality  pay  surveys  can  be 
divided  into  three  areas,  as  foUows: 

Completeness  of  data 

There  are  26  occupations  with  110  work  levels  in  the  locality  pay  surveys;  these 
occupations  were  selected  to  represent  the  vast  number  of  occupations  for  the  1.5 
mdUion  Federal  workers,  keeping  in  mind  BLS  resources  and  the  need  to  limit  sur- 
vey demands  on  the  non-Federal  sector.  A  large  number  of  the  jobs  in  the  first 
round  of  surveys,  particularly  at  the  higher  grades,  are  not  publishing  in  many  loca- 
tions. Publishability  depends  on  the  nvunbers  of  workers  encountered  at  each  survey 
level,  BLS'  promise  of  confidentiality  to  estabUshments,  the  need  to  protect  identi- 
fication of  specific  establishments  when  their  pay  dominates  local  labor  markets, 
and,  finally,  statistical  measures  that  BLS  applies  to  the  survey  results. 

While  the  degree  to  which  jobs  are  published  varies  substantially  from  one  city 
to  another,  there  are  instances  in  which  fewer  than  half  of  the  110  total  job  levels 
have  published.  Problems  are  greatest  for  the  administrative,  technical  and  profes- 
sional jobs,  in  that  order.  The  collection  of  white-collar  data  on  a  locality  basis  is 
unprecedented  for  the  Bureau  of  Labor  Statistics  and  the  magnitude  of  this  problem 
was  not  fully  appreciated  when  changes  to  the  original  proposal  were  made  prior 
to  FEPCA's  passage. 

Because  there  are  such  substantial  differences  among  cities  in  the  publication  of 
jobs,  it  is  impossible  to  make  any  meaningful  comparisons  of  gaps  from  one  place 
to  another.  Since  publication  is  affected  by  a  number  of  uncontrollable  factors  in- 
cluding the  number  of  workers  encountered,  the  size  of  the  community,  the  industry 
mix,  and  dominance  and  confidentiality  issues,  alternative  methods  must  be  sought 
to  mitigate  against  the  volatility  which  the  combination  of  these  factors  can  have 
upon  the  pay  gaps  from  year  to  year.  Further,  and  perhaps  more  troublesome,  is 
the  enormous  impact  that  the  publication  or  lack  of  publication  of  a  single  job  in 
a  location  can  have  on  the  size  of  the  gap.  To  base  a  pay  decision  on  a  job  Ust  which 
is  so  thin  that  the  presence  or  absence  of  a  single  job  can  make  as  much  as  a  10% 
difference  in  the  size  of  the  gap  is  not  responsible  compensation  management. 

Inconsistency  with  other  labor  markets  indicators 

The  credibiUty  of  the  system  has  also  been  called  into  question  because  these  sur- 
veys are  generating  high  pay  gaps  at  a  time  when  all  other  labor  market  factors 
suggest  that  quaUfied  applicants  are  available  and  present  employees  are  not  leav- 
ing. Ratios  of  applicants  to  openings  are  high,  quit  rates,  which  have  historically 
been  low,  are  currently  half  of  what  they  were  three  years  ago  and  unemployment 
rates  in  a  number  of  major  cities  are  quite  high. 

For  example,  in  Detroit  and  Houston,  two  areas  with  unusually  high  pay  gaps 
under  the  current  methodology,  the  FY  1992  quit  rates  were  2.01%  and  2.37%,  re- 
spectively. Furthermore,  the  latest  unemployment  rates  (as  of  February  1993,  not 
seasonally  adjusted)  were  7.2%  for  Detroit  and  8.3%  for  Houston. 

Undoubtedly,  the  recession  has  had  an  effect.  Nonetheless,  if  the  Government's 
competitive  position  in  the  overall  labor  market  were  as  poor  as  the  pay  gaps  sug- 
gest, recruitment  and  retention  levels  should  reflect  it.  While  it  is  certainly  true 
that  there  are  occupations  and  locations  in  which  the  Government  is  at  a  disadvan- 
tage, tiie  special  rates  program,  which  has  been  in  place  for  many  years,  acts  as 
a  safety  valve  in  the  most  extreme  situations. 

Differences  in  pay  structures  and  practices 

The  nature  of  the  Government's  pay  and  classification  systems,  combined  with  the 
way  Government  work  is  organized,  also  contributes  substantially  to  the  problem 
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of  appropriately  matching  Federal  and  non-Federal  jobs  level  by  level.  The  present 
methodology  compares  non-Federal  salaries  to  the  corresponding  work  level  in  the 
Federal  classification  standards,  not  to  Federal  workers'  actual  grades.  This  exag- 
gerates the  gap  to  the  extent  that  any  Federal  jobs  are  over-classified. 

In  addition,  the  Government  uses  many  grade  levels — eight  for  engineers  and 
many  professional  and  administrative  series — with  narrow  rate  ranges  (30%)  where- 
as fewer  levels  with  broader  ranges  (50-80%)  are  more  typical  of  many  private  em- 
ployers. This  creates  even  greater  distortions  in  the  pay  comparison  that,  on  bal- 
ance, tend  to  exaggerate  actual  pay  differences  since  private  workers  are  more  likely 
to  move  laterally  across  the  rate  range,  whereas  Federal  workers  generally  move 
vertically  to  a  higher  grade  level. 

It  is  also  true  that  the  distribution  of  employees  within  most  occupations  is  very 
different,  with  the  Government  having  proportionately  more  employees  at  the  high- 
er levels.  While  this  may  be  explained  in  part  by  differences  in  the  natiu-e  of  the 
work  performed,  it  seems  Ukely  that  other  factors,  including  some  grade  inflation, 
may  also  be  involved. 

Finally,  the  requirement  in  FEPCA  to  adjust  the  entire  General  Schedule  by  a 
single  percentage  is  so  atypical  of  non-Federal  compensation  practices  as  to  under- 
mine the  entire  comparison  process. 

Part  of  the  rationale  for  FEPCA  was  the  beUef  that  labor  markets  differed,  in 
some  instances  very  substantially,  from  one  location  to  another.  While  the  survey 
data  received  to  date  certainly  bears  this  out,  it  is  also  clear  from  this  data  that 
market  rates  vary  as  much  among  occupations  covered  by  the  General  Schedule 
within  the  same  local  labor  market  as  they  do  among  locations.  In  two  extreme 
cases,  the  gap  for  one  occupational  category  is  ten  times  and  twenty-three  times  the 
amount  of  the  gap  for  another  occupational  category.  While  a  certain  amount  of  dif- 
ference among  occupational  categories  was  anticipated,  it  was  not  possible  to  gauge 
the  order  of  magnitude  of  differences  until  svrvey  data  became  available. 

Now  that  data  from  24  surveys  have  been  received  and  analyzed,  it  is  apparent 
that  the  use  of  a  single  percentage  at  the  local  level  for  all  General  Schedule  jobs 
replicates,  in  microcosm,  a  problem  which  previously  existed  nationally.  The  survey 
data  shows  that  the  pay  gaps  may  vary  by  occupational  category  from  a  low  of  ap- 
proximately 2  percent  to  well  over  40  percent  within  the  same  city.  Over  time,  as 
the  pay  gaps  are  closed  using  a  single  percentage  approach,  some  Federal  jobs  will 
be  significantly  overpaid  relative  to  the  market  average  for  that  occupation  while 
others  will  still  be  substantially  below  the  market.  Because  of  the  distribution  of 
jobs,  the  bottom  line  effect  of  this  approach  will  be  to  more  often  over-pay  than 
under-pay.  To  be  sure,  any  pay  system  must  rely  to  some  extent  on  averages  across 
jobs  for  adjustments.  But  the  inclusion  of  all  General  Schedule  jobs  in  a  single  pay 
scale,  with  a  single  percentage  applied  to  all  from  top  to  bottom,  is  so  different  from 
non-Federal  pay  practices  as  to  render  real  "comparability"  problematic  and  will  re- 
sult in  an  ineffective  and  inefficient  allocation  of  limited  funds. 

Conclusion 

The  current  methodology  is  flawed  because  the  completeness  of  the  data  varies 
greatly  among  survey  areas,  because  the  gaps  are  not  credible  in  light  of  other  labor 
market  indicators,  and  because  the  single  percentage  adjustment  for  all  jobs  in  a 
locality  is  a  poor  reflection  of  market  reaUties.  If  locality  pay  is  to  be  credible  to 
all  concerned  parties,  solutions  to  these  methodological  problems  must  be  developed. 

Ms.  Norton.  First  of  all,  the  committee  has  always  been  open  to 
the  notion  that  there  might  be  changes  needed.  We  just  didn't  want 
to  stop  the  works  entirely  in  order 

Mr.  King.  And  we  concur,  Madam  Chair. 

Ms.  Norton.  Also,  let  me  be  clear  that  I  am  not  saying  that  the 
deal  we  struck  is  nonnegotiable.  We  are  grown-up  members  over 
here,  and  we  know  that  you  have  to  deal  with  both  Houses.  We 
would  be  very  disappointed  to  have  to  make  any  further  conces- 
sions. Our  problem  is  being  given  a  fait  accompli  after  it  is  all  done 
without  putting  the  Senate  on  notice  that  this  is  something  at  this 
point  we  ought  to  go  over  and  talk  with  the  House  about. 

We  have  got  to  do  this.  The  administration  has  got  to  do  this 
with  everything  it  is  working  out  with  the  Senate,  so  that  we  do 
not  have  a  conference  that  leaves  this  President  without  what  he 
deserves.  He  deserves  what  he  is  seeking,  and  that  is,  a  budget 
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that  we  all  can  support.  And  many  of  us  have  supported  it  even 
though  we  have  profound  disagreements  with  parts  of  it. 

So  it  is  not  that  I  am  saying  what  we  have  done  is  written  in 
stone  and  if  you  change  a  jot  or  tittle  of  it  you  will  have  trouble 
in  the  House  of  Representatives.  I  am  sa3dng  that  particularly 
given  the  kind  of  cooperation  we  got  it  was  extraordinary.  The 
unions,  the  employee  associations,  all  of  the  agencies  of  Govern- 
ment, Members,  some  of  them  reluctant  because  they  weren't  sure 
of  how  it  would  affect  their  part  of  the  country — when  everybody 
gets  together  and  says,  "We  are  all  going  to  take  a  hit  and  let's 
take  it  together,"  the  least  we  expect  of  the  administration  is  that 
they  will  keep  us  informed  so  that  we  can  keep  ourselves  whole  in 
this  process. 

Finally,  on  May  18  I  sent  you  a  letter  asking  you  about  the  sta- 
tus of  OPM's  report  to  the  Congress  on  law  enforcement  pay  and 
classification.  As  you  know,  the  Federal  Employees  Pay  Com- 
parability Act  requires  the  report  to  be  submitted  to  the  Congress 
January  1,  1993.  Because  I  have  not  received  a  response  to  this  let- 
ter, I  want  to  ask  you  on  the  record  to  tell  us  of  the  status  of  the 
report  and  when  we  can  expect  it  to  be  submitted. 

Mr.  King.  Well,  the  report  was  sent,  as  I  mentioned  last  time, 
in  December  1992  to  0MB,  and  we  conveyed  your  concerns  to  0MB 
following  that  hearing.  By  May  1  we  had  received — they  had  re- 
turned the  proposal  to  us.  We  conveyed  the  proposal  back  about — 
oh,  we  had  about  a  month,  so  it  should  have  gone  back  either  yes- 
terday or  today,  and  they  now  are  holding  the  report  and  we  are 
waiting  for  a  response  from  them.  So  it  has  been  sent  there,  as  you 
know.  Madam  Chair,  for  clearance. 

Ms.  Norton.  All  right.  Thank  you  very  much.  It  may  be  that  the 
committee  ought  to  send  a  letter  to  0MB  saying  it  is  late  and 
would  they  continue 

Mr.  King.  Your  expression  of  a  sense  of  urgency  may  be  helpful 
to  us  all.  Madam  Chair. 

Ms.  Norton.  Mrs.  Byrne,  do  you  have  any  further  questions? 
Thank  you  very  much.  And  thank  you  very  much,  Mr.  King. 

Mr.  King.  Thank  you.  Madam  Chair. 

Ms.  Norton.  We  have  only  one  other  witness.  Dr.  Charles 
Sneiderman,  President  of  the  Federal  Physicians  Association. 

STATEMENT  OF  CHARLES  SNEffiERMAN,  M.D.,  PRESIDENT, 
FEDERAL  PHYSICLVNS  ASSOCLVTION;  ACCOMPANIED  BY 
STEVEN  AURECCHIA,  M.D. 

Dr.  Sneiderman.  Good  afternoon.  Chair  Norton  and  members  of 
the  subcommittee.  My  name  is  Charles  Sneiderman.  I  am  a  civil 
service  medical  officer  employed  by  the  National  Institutes  of 
Health,  but  I  do  not  here  represent  the  official  views  or  policy  of 
that  agency. 

I  would  like  to  introduce  Dr.  Steven  Aurecchia,  who  is  also  an 
officer  of  the  Federal  Physicians  Association  who  is  employed  by 
the  Food  and  Drug  Administration,  also  as  a  civil  service  medical 
officer. 

The  Federal  Physicians  Association,  of  which  I  am  currently 
president,  is  a  national  professional  organization  representing  the 
3500  civil  service  medical  officers  employed  by  the  Federal  Govern- 
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ment.  The  Federal  Physicians  Association  wishes  to  recognize  Rep- 
resentative Constance  Morella  and  thank  her  for  introducing  House 
Resolution  1535.  I  suppose  it  comes  as  no  secret  to  you  that  on  be- 
half of  the  organization  I  am  very  happy  to  support  this  resolution 
to  extend  the  authority  for  the  physicians  comparability  allowance. 

It  is  a  bit  of  an  embarrassment  to  me,  I  suppose,  to  be  coming 
here  because  I  realize  that  physicians  in  general  are  viewed  by  the 
public  as,  perhaps,  an  overpaid  group.  I  guess  some  members  of  the 
public  also  think  that  Members  of  Congress  are  an  overpaid  group. 
We  do  live  in  a  free  market  economy  and  surveys  have  persistently 
shown  that  physicians  in  all  specialties  in  the  private  sector  have 
been  substantially  better  remunerated  in  the  past  than  in  the  Fed- 
eral sector.  In  fact,  that  appears  to  have  been  the  impetus  for  the 
Physicians  Comparability  Allowance  Act  in  the  first  place. 

Medical  education  has  gotten  to  be  increasingly  expensive,  and 
it  is  not  unusual  now  for  physicians  to  graduate  with  $100,000  in 
debt.  This  has  certainly  had  an  influence,  I  think,  on  career  selec- 
tion by  physicians,  both  in  terms  of  specialty  and  also  in  terms  of 
working  in  fee  for  service  versus  salaried  positions  either  in  the 
private  sector  or  the  Federal  sector. 

And,  with  regard  to  the  surveys  that  have  been  done,  there  cer- 
tainly is  the  disparity  that  has  been  noted  with  regard  to  special- 
ties. I  don't  have  data  on  the  distribution  of  physician  specialties 
within  the  Federal  Government,  but  I  suspect  that  the  lower  remu- 
nerated specialties — pediatrics,  family  medicine,  general  internal 
medicine,  public  health  and  preventive  medicine,  and  psychiatry 
being,  if  you  will,  the  sort  of  lower  rung  and  the  more  procedurally 
oriented  surgical  and  diagnosis  subspecialties  are  representing  sort 
of  the  higher  rung  of  that.  I  suspect  that  the  reason  that  we  have 
greater  numbers  of  Federal  physicians  in  the  lower  remunerated 
specialties  may  reflect  the  fact  that  the  Federal  sector  has  been 
able  to  compete  more  successfully  in  that  area. 

The  current  Director  of  the  National  Institutes  of  Health,  who  is 
a  cardiologist,  apparently  had  to  be  recruited  under  a  special  pay 
system  even  to  match  her  current  salary  at  the  Cleveland  Clinic 
before  her  appointment,  and  I  suspect  that  that  is  not  unusual  for 
physicians  in  higher  paid  specialties. 

In  terms  of  what  might  happen  with  health  care  reform,  if,  in 
fact,  we  do  see — and  I  do  hope  that  we  see  a  greater  emphasis  on 
primary  care  and  preventive  medicine,  it  may  very  well  be  that  the 
private  sector  will  increasingly  be  more  attractive  and,  in  fact,  may 
be  able  to  more  successfully  recruit  with  the  Federal  sector  than 
it  can  today. 

There  was  a  recommendation.  Public  Law  94-123,  at  the  very  be- 
ginning of  the  Federal  physicians  comparability  allowance  which 
recommended  a  unified  compensation  plan  for  all  Federal  physi- 
cians and  dentists.  We  hope  that  this  is  still  under  active  consider- 
ation by  the  Office  of  Management  and  Budget.  We  know  that  they 
have  studied  the  problem  and  we  are  not  aware  of  any  rec- 
ommendation that  has  come  forth  from  the  study. 

We  would  like  to  recommend  that  with  the  renewal  of  the  Physi- 
cians Comparability  Allowance  that  Federal  agencies  have  the  lati- 
tude that  they  need  to  recruit  and  retain  physicians,  and  in  par- 
ticular if  a  Federal  agency  doesn't  feel  that  they  have  a  recruit- 
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ment  and  retention  problem  that  they  be  required  to  provide  some 
justification  to  the  Office  of  Personnel  Management  that  that  situa- 
tion does  not  exist. 

That  there  be  a  clearcut  definition  of  recruitment  and  retention 
problems.  Exactly  what  that  should  be  we  are  not  suggesting,  but 
we  hope  that  it  would  be  somewhat  uniform.  And  we  also  would 
appreciate  it  if  within  a  particular  agency  there  is  some  uniformity 
as  to  the  administration  of  physicians  comparability  allowance  or 
some  equivalent  special  pay. 

We  would  like  to  go  on  record  as  suggesting  that  perhaps  the 
title  38  pay  authority  might  very  well  offer  all  the  Federal  agencies 
the  flexibility  necessary  to  deal  with  recruitment  and  retention 
problems,  and  we  urge  the  Office  of  Personnel  Management  to  dele- 
gate such  authority  to  the  Federal  agencies. 

This  concludes  my  prepared  remarks. 

[The  prepared  statement  of  Dr.  Sneiderman  follows:] 

Prepared  Statement  of  Charles  Sneiderman,  M.D.,  President,  Federal 
Physic  L\NS  Association 

Good  Afternoon,  Chair  Norton  and  Members  of  the  Subcommittee.  I  am  Charles 
Sneiderman.  I  am  employed  by  the  National  Institutes  of  Health,  but  am  represent- 
ing the  FederEil  Physicians  Association  as  its  President.  The  Federal  Physicians  As- 
sociation is  a  national  professional  association  representing  the  3500  civil  service 
medical  doctors  employed  by  the  Federal  government.  The  Association  represents 
physicians  in  every  specialty  and  in  more  than  20  agencies,  including  the  National 
Institutes  of  Health,  the  Food  and  Drug  Administration,  the  Bureau  of  Prisons,  the 
Department  of  State,  the  Department  of  Defense  and  the  Indian  Health  Service. 

The  Federal  Physicians  Association  wishes  to  recognize  Representative  Constance 
Morella  (R-MD),  long-time  supporter  of  federal  physicians  and  thanks  her  for  intro- 
ducing H.R.  1535. 

On  behalf  of  the  Association,  I  am  happy  to  support  H.R.  1535  a  bill  to  extend 
the  authority  for  agreements  under  the  Federal  Physicians  Compairability  Act  of 
1978  until  September  30,  1997. 

Federal  physicians  play  an  important  role  in  safeguarding  the  Nation's  health  by: 
developing  and  improving  vaccines,  drugs  and  medical  devices  at  the  Food  and  Drug 
Administration;  providing  primary  care  for  State  and  Defense  department  employ- 
ees in  such  places  as  Moscow,  Kathmandu,  and  Japan;  helping  developing  countries 
improve  the  effectiveness  of  health  programs  in  the  US  Agency  for  International  De- 
velopment, ensuring  the  medical  fitness  of  pilots  for  the  FAA;  providing  medical 
care  for  prison  inmates  in  the  Bureau  of  Prisons;  and  conducting  research  to  im- 
prove people's  health  for  NIH. 

private  sector  versus  federal  physician  pay 

Many  surveys  demonstrate  a  wide  variance  in  pay  for  physicians  employed  by  the 
federal  government  compared  to  those  employed  in  hospitals,  HMOs  and  group  med- 
ical practices.  The  most  recent  study,  the  William  M.  Mercer  Inc.,  Co.  "Fourth  An- 
nual Survey  of  Total  Compensation  of  U.S.  Physician  Employees"  is  based  on  data 
submitted  by  112  health  organizations  and  covered  5,800  physicians.  The  survey 
showed  that  the  average  cash  compensation  paid  to  a  staff  physician  in  1992  was 
$139,732.  This  represents  a  range  of  $98,037  a  year  for  pediatric  physicians, 
$259,750  for  reproductive  endocrinologists. 

The  Federal  Physicians  Association  1992  survey  of  over  400  federally  employed 
physicians  showed  an  average  physician  salary,  including  PCA,  of  less  than 
$100,000  a  year. 

A  chart  comparing  physician  pay  in  the  private  sector  to  pay  in  the  federal  gov- 
ernment is  attached. 

history  of  the  PCA 

Since  the  Physicians  Comparability  Allowance  has  been  in  effect  since  1979,  I 
think  it  is  useful  to  briefly  review  it  history,  especially  in  view  of  the  authorities 
contained  in  the  Federal  Employees  Pay  Comparability  Act  of  1990. 
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Following  the  termination  of  the  Doctors  Draft  in  June  1973,  a  critical  shortage 
of  physicians  developed  in  the  Uniformed  Services.  In  May  1974,  the  Congress 
passed  Public  Law  93-274,  the  Uniformed  Services  Medical  Officers  Revised  Pay 
Structure,  which  enabled  the  Uniformed  Services  pay  up  to  $13,500  per  year  in  spe- 
cial pay. 

In  the  summer  of  1975,  the  Veterans  Administration  recognized  it  was  having 
great  difficulties  in  recruiting  and  retaining  physicians.  In  anedyzing  the  problem, 
VA  determined  that  the  principal  reason  for  the  problem  was  the  inability  to  pay 
salaries  competitive  with  the  Uniformed  Services  and  private  industry.  To  assist  the 
VA  in  rectifying  its  problem,  the  Congress  passed  94-123,  Veterans  Administration 
Physician  and  Dentist  Comparability  Act  which  permitted  VA  to  pay  physicians  up 
to  $13,500  per  year  above  regular  pay. 

Public  Law  94—123  also  directed  the  Comptroller  General  and  the  Director  of  the 
Office  of  Management  and  Budget  [0MB]  to  study  the  problem  of  recruitment  and 
retention  of  physicians  and  dentists  in  the  federal  services  and  recommend  courses 
of  action  to  solve  recruitment,  retention,  and  pay  problems.  In  1976,  the  Comptroller 
General  and  the  Director  of  the  Office  of  Management  and  Budget  published  reports 
on  their  findings  regarding  physician  pay.  Their  findings  concluded  that  the  dispar- 
ity between  GS  and  commissioned  corps  physicians  caused  problems;  that  the  level 
of  income  for  GS  physicians  was  $5000  to  $20,000  below  their  peers  in  the  VA,  DOD 
and  commissioned  corps;  and  that  a  unified  compensation  plan  for  aU  federal  physi- 
cians and  dentists  be  developed. 

A  legislative  proposal  to  develop  a  unified  pay  system  for  federal  physicians  was 
never  developed.  Instead,  Congress  considered,  and  ultimately  passed,  the  Physi- 
cians Comparability  Allowance  [PAC]  Act  of  1978— Pubhc  Law  95-603. 

IMPROVEMENTS  TO  THE  PCA 

During  the  history  of  the  PCA,  there  have  been  several  extensions  of  the  author- 
ity, the  last  being  in  1990.  There  have  also  been  several  attempts  to  make  the  PCA 
authority  permanent,  including  HR  5235  which  was  vetoed  by  the  President  on 
March  11,  1980.  And,  there  have  been  suggestions  on  how  to  improve  administra- 
tion of  the  PCA.  Based  on  Federal  Physicians  Association  surveys  and  discussions 
with  FPA  members  and  non-members,  the  major  problem  with  the  implementation 
of  the  PCA  is  the  wide  latitude  agencies  have  in  defining  recruitment  and  retention 
problems,  and  therefore  approving  the  PCA.  For  example,  0MB  data  collected  in 
1992  indicate  that  no  physicians  in  the  Peach  Corps  or  in  NASA  receive  PCA. 

We  know  of  physicians  in  the  same  geographic  area,  with  the  same  speciality  and 
years  of  service,  but  employed  by  different  agencies,  one  who  receives  PCA  and  the 
other  who  receives  no  PCA. 

This  is  not  a  new  problem.  The  report  of  the  House  Subcommittee  on  Post  Office 
and  Civil  Service  on  the  1981  extension  of  the  PCA  identified  the  inconsistent  im- 
plementation of  the  PCA  among  agencies  as  a  problem. 

To  solve  this  problem,  the  Federal  Physicians  Association  recommends  that  the 
Office  of  Personnel  Management  include  in  the  regulations  implementing  this  exten- 
sion of  the  PCA: 

1.  A  requirement  that  an  agency  provide  a  written  justification  to  0PM  if  it  deter- 
mines that  no  federal  physician,  or  physician  position,  in  the  agency  will  be  author- 
ized by  the  PCA. 

2.  A  definition  of  a  recruitment  and  retention  problem  as  a  specific  vacancy  rate, 
for  example  5  percent  over  a  period  of  6  months,  as  a  trigger  for  authorizing  the 
PCA;  and 

3.  A  requirement  that  a  single  individual  approve  all  PCAs  in  a  particular  agency. 
This  is  currently  the  practice  in  the  Bureau  of  Prisons  and  we  believe  this  is  the 
most  equitable  method  of  implementing  the  PCA. 

TITLE  38  PAY  AUTHORITIES 

In  reviewing  the  history  of  the  PCA,  we  note  that  it  followed  changes  in  legisla- 
tion to  improve  the  recruitment  and  retention  of  VA  physicians  and  dentists.  We 
also  note  that  as  early  as  1976  both  the  Comptroller  General  and  the  Director  of 
0MB  were  suggesting  that  a  unified  pay  system  be  established  for  federal  physi- 
cians. 

In  1993,  federal  civil  service  physicians  are  still  lagging  behind  their  counterparts 
in  the  Department  of  Veterans  Affairs  in  the  maximum  amount  of  special  pay  that 
can  be  authorized.  VA  physicians  are  peiid  under  the  authorities  of  Title  38  instead 
of  Title  5.  As  a  result,  VA  physicians  can  be  paid  up  to  $200,000  a  year.  Civil  Serv- 
ice physicians  maximum  pay  is  limited  to  $148,400. 
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The  Federal  Employees  Pay  Comparability  Act  of  1990  recommended  that  0PM 
study  the  need  for  a  pay  system  for  federal  health  care  workers.  A  task  force  was 
established  by  0PM  and  accomplished  a  great  deal  of  work,  including  surveying  hos- 
pitals, government  agencies  and  others  to  identify  many  compensation  issues. 

At  this  time,  it  is  our  understanding  that  the  study  is  on  hold.  Recognizing  that 
the  new  Director  of  0PM  opposes  the  establishment  of  separate  pay  systems,  we  are 
not  proposing  to  establish  a  "federal  physician  pay  system".  However,  we  urge  0PM 
to  delegate  authority  to  federal  agencies  to  use  Title  38  pay  authorities  for  establish- 
ing federal  physician  pay,  especially  special  pay  amounts. 

This  concludes  my  prepared  remarks.  I  will  be  happy  to  answer  any  questions  you 
may  have. 
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Dr.  Sneiderman.  Steve,  did  you  have  any  remarks  that  you  wish 
to  make? 

Dr.  AURECCHIA.  Madam  Chairwoman,  if  I  could  make  just  a  brief 
comment.  From  the  perspective  of  an  FDA  physician,  I  think  the 
Physicians  ComparabiHty  Allowance  has  allowed  the  agency  in  re- 
cent years  to  recruit,  in  my  view,  a  number  of  exceptionally  well- 
qualified  physicians  and  physician-scientists,  and  I  think  its  loss 
would  have  a  chilling  effect  on  the  retention  of  many  of  these  indi- 
viduals. 

Additionally,  the  upcoming  years  are  crucial  ones  for  the  agency. 
It  has  a  dual  challenge  at  this  point  in  time:  One,  further  reducing 
the  backlog  of  applications  and  the  overall  time  to  regulatory  deci- 
sions; and,  second,  keeping  up  with  the  industries  that  we  regu- 
late—drugs, biologic  products,  vaccines,  and  medical  devices — all  of 
which  are  growing  exponentially  in  size  and  complexity.  In  part, 
this  will  involve  recruitment  of  many  new  medical  officers,  and 
t3rpically  these  individuals  for  whom  the  agency  will  be  competing 
are  at  the  cutting  edge  of  their  fields.  They  are  top-notch  individ- 
uals, and  as  such  typically  they  have  many  emplojonent  options  ei- 
ther in  industry  or  in  academia  or  in  clinical  practice,  and  I  think 
the  physicians  comparability  allowance  will  remain  a  very  impor- 
tant tool  for  the  FDA  in  meeting  its  upcoming  staffing  goals. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  both  of  you,  for  very  helpful 
testimony. 

Mr.  Sneiderman,  I  have  just  a  few  questions.  Some  of  your  sug- 
gestions make  very  good  sense  to  me.  That  a  single  individual  ap- 
prove all  allowances  in  a  particular  agency.  It  reminds  me  of  the 
problems  we  have  with  sentencing  guidelines.  If  we  don't  have  a 
single  person  who  has  a  world  view  of  the  agency,  if  you  will,  then 
I  don't  know  how  we  can  expect  fair  and  for  that  matter  intelligent 
results. 

Dr.  King  spoke  of  flexibility  but  without  a  definition  of  a  recruit- 
ment or  retention  problem.  I  am  not  sure  there  is  any  basis  within 
which  to  exercise  discretion.  So  we  will  certainly  in  the  reauthor- 
ization legislation  look  more  closely  at  that  possibility. 

I  suppose  I  don't  understand  why  half  of  those  who  were  eligible 
to  receive  this  pay  did  not  receive  it. 

Dr.  Sneiderman.  We  certainly  don't  either. 

Ms.  Norton.  Do  you  think  all  of  those  who  were  eligible  should 
have  received  it?  I  mean  I  am  sure  there  must  be  some — I  am  sorry 
I  didn't  ask  Dr.  King  that,  and  I  would  like  that  question  to  be  sent 
to  him  as  well.  But  since  these  people  are  eligible  there  must  be 
more  that  they  have  to  do  in  order  to  truly  be  eligible.  Or  is  it  your 
position  that  since  they  were  eligible  all  of  them  should  have  re- 
ceived the  pay? 

[The  information  referred  to  follows:] 

Question.  Why  did  only  50  percent  of  the  physicians  eUgible  for  the  physicians 
comparability  allowance  (PCA)  receive  it? 

Answer.  The  law  (5  U.S.C.  5948(c))  requires  that  "the  head  of  an  agency  .  .  .  shall 
determine  categories  of  positions  applicable  to  physicians  in  such  agency  with  re- 
spect to  which  there  is  a  significant  recruitment  and  retention  problem.  Only  physi- 
cians serving  in  such  positions  shall  be  eligible  for  an  allowance  pursuant  to  this 
section."  Civilian  government  physicians  generally  are  eUgible  for  PCA,  with  the  ex- 
ception of  medical  officers  serving  in  the  commissioned  corps  of  the  Public  Health 
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Service  and  physicians  serving  under  section  4104  or  4114  of  title  38,  United  States 
Code,  in  the  Department  of  Veterans  Affairs.  Therefore,  it  is  apparent  that  some 
agencies  are  not  experiencing  a  significant  recruitment  and  retention  problem  or  are 
experiencing  such  a  problem  only  in  selected  categories  of  physicians. 

Dr.  Sneiderman.  Well,  I  guess  this  is  a  matter  for  the  discretion 
of  an  agency,  and  I  don't 

Ms.  Norton.  Do  you  think  that  means  whether  they — they 
might  have  been  eligible,  I  am  trying  now  to  make  some  sense  out 
of  this,  but  the  agency  head  was  able,  in  fact,  despite  the  disparity, 
to  recruit  physicians.  Perhaps  that  is  a  reason. 

Dr.  Sneiderman.  My  understanding  of  the  PCA  authority  is  that 
this  is  not  an  entitlement,  it  is  an  emolument,  so  that  I  gather 
there  is  a  fair  amount  of  discretion  in  its  use. 

Ms.  Norton.  Yes.  Obviously  there  is  in  that,  that  was  the  testi- 
mony before  us.  But  I  am  tr3dng  to  understand  why  only  half  of 
the  physicians  who  were  eligible  got  it,  and  I  am  asking  you  to  help 
me  as  I  try  to  hypothesize  or  figure  it  out.  And  I  am  asking  if  one 
of  the  reasons  could  conceivably  be  that  the  agency  was  indeed  able 
to  recruit  physicians  even  though  there  was  a  disparity,  in  which 
case  I  would  think  the  agency  is  right,  if  you  believe  in  a  market 
system?  If  you  are  able  to  recruit,  then  why  are  you  giving  more 
money  in  order  to  recruit? 

Dr.  AURECCHIA.  I  think  that  is  a  possibility.  And  again,  we  don't 
have  the  information  from  the  different  agencies  on  the  criteria  or 
guidelines  each  has  used  in  implementing  the  PCA. 

[The  information  referred  to  follows:] 

Question.  What  are  OPM's  comments  on  the  recommendations  made  by  the  Fed- 
eral Physicians  Association  (FPA)  regarding  the  physicians  comparability  allowance 
(PCA)  regulations?  FPA  recommended: 

A  requirement  that  an  agency  provide  a  written  justification  to  OPM  if  it  de- 
termines that  no  Federal  physician,  or  physician  position,  in  the  agency  will  be 
authorized  the  PCA; 

A  definition  of  a  recruitment  and  retention  problem  as  a  specific  vacancy  rate, 
for  example,  5  percent  over  a  period  of  6  months,  as  a  trigger  for  authorizing 
the  PCA;  and 

A  requirement  that  a  single  individual  approve  all  PCA'a  in  a  particular 
agency. 
Answer.  Great  reliance  is  placed  on  the  agency  to  define  and  address  significant 
physician  recruitment  and  retention  problems  at  its  various  locations  By  law  (5 
U.S.C.  5948(c)),  the  head  of  the  agency  determines  categories  of  physicians  (clinical, 
research,  occupational,  and/or  other)  and  needed  subdivisions  of  these  categories 
(such  as  location,  grade,  specialization,  level  of  qualifications,  etc.)  for  which  there 
is  a  significant  recruitment  and  retention  problem.  Since  the  PCA  program  is  not 
an  entitlement  and  is  not  intended  to  "make  whole"  physicians'  pay  compared  to  an- 
other standard,  we  do  not  believe  it  would  be  desirable  to  impose  additional  regu- 
latory requirements. 

Similarly,  each  agency  must  determine  the  physician  vacancy  rate  it  can  tolerate, 
and,  in  the  presence  of  a  staffing  problem,  decide  whether  PCA  is  appropriate  for 
its  needs  (rather  than  another  option,  such  as  recruitment  bonuses  or  retention  al- 
lowances.) In  addition,  the  specific  physician  vacancy  rate  that  equates  to  a  signifi- 
cant problem  could  vary  within  each  agency — by  location,  category,  the  number  of 
physicians  required  in  a  particular  category  or  location,  etc.  Moreover,  the  law  de- 
scribes the  physicians  the  Government  wants  to  recruit  and  retain  as  "highly  quali- 
fied." Agencies  therefore  need  flexibility  to  determine  the  qualifications  for  a  par- 
ticular vacancy  and  the  appropriate  time  period  within  which  to  recruit. 

By  law,  the  head  of  an  agency  identifies  physician  categories  where  a  significant 
recruitment  and  retention  problem  exists  and  determines  the  amount  of  the  allow- 
ance to  be  authorized.  Therefore,  the  actual  approving  official  would  act  within  es- 
tablished guidelines.  Delegating  authority  to  a  lower  level  agency  official  to  approve 
PCA  payments  could  provide  needed  local  flexibiUty  appropriate  to  the  delivery  of 
needed  medical  services. 
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Ms.  Norton.  We  do  need  to  know  more  about  these  recruitment 
practices.  The  market  is  a  very  irrational,  often,  process.  It  over- 
pays some  people  for  doing  very  little  work,  underpays  people  who 
are  very  skilled,  and  we  can't  always  figure  it  out.  But  if,  in  fact, 
this  legislation  is  addressed  to  recruitment  and  retention  problems 
and  you  don't  have  a  problem  even  though  you  are  underpaying, 
then  I  think  the  agency  is  in  fact  acting  correctly. 

You  are  right  this  is  not  an  entitlement.  We  are  not  trying  to 
make  physicians  whole.  We  are  simply  trying  to  put  the  Federal 
Government  in  the  market  system  and  try  to  make  up  for  our  in- 
ability to  recruit,  and  especially  in  this  time  we  have  got  to  be  able 
to  justify  any  excess  that  we  pay  anybody  based  on  that  principle. 

Dr.  Sneiderman.  Let  me  give  you  the  one  example  that  I  know 
of,  of  an  instance  of  this.  At  least  one  of  the  PHS  agencies  does  not 
allow  scholarship  recipients.  Public  Health  Service  scholarship  re- 
cipients to  receive  PCA.  As  you  may  know,  the  PHS  also  has  a 
commissioned  corps  of  medical  officers  with  a  separate  pay  system, 
and  up  until  recently  the  commissioned  corps  officers  also  were  not 
eligible  for  special  pay  if  they  had  received  PHS  scholarships.  Ap- 
parently that  policy  has  changed,  and  I  know  of  at  least  one  in- 
stance of  two  physicians  in  the  same  specialty,  literally  working 
side  by  side,  one  of  them  under  the  civil  service  pay  system  and 
the  other  as  a  commissioned  corps  officer.  The  commissioned  corps 
officer  is  now  eligible  for  a  substantial  amount  of  special  pay  and 
that  individual  called  me  as  president  of  the  Federal  Physicians 
Association  and  brought  it  to  my  attention. 

And  again,  the  best  response  that  I  can  give  to  you  as  a  Federal 
employee  and  a  member  of  the  organization  is  that  agencies,  I 
gather,  have  some  latitude.  I  don't  think  it  is  fair.  But  the  best  I 
can  do,  I  guess,  is  appear  before  you  today  and  let  you  know  about 
this. 

Ms.  Norton.  Well,  the  situation  you  described  can  be  very  de- 
moralizing. 

What  are  the  reasons — in  working  with  your  own  members,  have 
you  any  sense  of  the  reason  certain  agencies  have  less  of  a  problem 
recruiting  than  others?  Are  there  objective  reasons  such  as  the  geo- 
graphic location,  actual  shortage  of  people  doing  that  kind  of  work, 
or  are  the  reasons  more  varied  than  that? 

Dr.  Sneiderman.  Some  agencies,  my  guess  is,  have  very  few  po- 
sitions. They  may  have  one  or  more  medical  officers  to  either  take 
care  of  the  health  of  employees  or  to  administratively  certify  var- 
ious regulations,  whereas  other  agencies,  for  example.  National  In- 
stitutes of  Health  and  the  Food  and  Drug  Administration,  employ 
relatively  large  numbers  of  physicians,  and  it  may  very  well  be 
that  the  agencies  which  either  have  little  need  or  only  occasional 
need  have  very  much  less  of  a  problem  of  recruitment. 

I  know  that  my  own  agency  has  been  able  to  contract  for  certain 
clinical  services;  for  example,  surgical  services,  which  were  at  one 
time  a  part  of  the  clinical  research  program  within  the  NIH  clinical 
center,  are  now  handled  by  contract  arrangement,  so  that  patients 
who  are  cared  for  at  the  clinical  center  are  referred  to  other  area 
hospitals  when  they  need  surgical  or  certain  other  services. 

I  suspect  that  part  of  this  is  a  reflection  of  the  fact  that  it  has 
been  difficult  for  the  Federal  Government  with  its  pay  system  to 
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be  able  to  attract  sufficient  numbers  of  specialists  in  these  areas. 
It  may  also  reflect  an  attempt  to  rationally  use  health  care  services 
in  the  Washington  area. 

Ms.  Norton.  In  your  testimony  you  say  that  pay  for  Federal 
physicians  under  the  comparability  allowance  program  lags  signifi- 
cantly behind  the  pay  of  VA  physicians  paid  under  title  38.  What 
is  the  average  Federal  physician  salary  as  compared  to  the  average 
VA  physician  salary,  and  is  this  disparity  actually  causing  Federal 
agency  recruitment  and  retention  problems  vis-a-vis  the  VA? 

Dr.  Sneiderman.  Let  me  answer  the  second  part  of  that  question 
first.  The  answer  is  I  certainly  know  of  physicians  who  have  left 
some  Federal  agencies  for  the  VA,  and  I  think  similarly  whenever 
there  is  a  disparity  within,  either  within  or  between  Federal  agen- 
cies there  tends  to  be  a  migration  of  professionals. 

I  am  sorry  to  say  that  I  don't  have  a  salary  figure  other  than  our 
survey  data. 

Ms.  Norton.  You  don't  have  a  salary  figure? 

Dr.  Sneiderman.  I  am  sorry.  I  don't  have  a  salary  figure  other 
than  our  own  membership  survey  data  of  either  civil  service  medi- 
cal officers  or  of  the  Veterans  Administration  officers.  And  without 
knowing  how  many  were  at  what  grades,  and  particularly  since  our 
special  pay  data  has  been  rather  difficult  to  gather  from  the  VA, 
and  I  would  direct  you  to  Dennis  Boyd,  who  is  our  executive  direc- 
tor, who  I  gather  has  tried  to  get  that  data  and  not  been  terribly 
successful. 

Ms.  Norton.  Not  been  successful  in  getting  information  on  these 
salaries  from  VA?  Well,  we  will  send  to  get  that  information.  First 
of  all,  we  need  it  for  a  number  of  reasons,  but  also  to  know,  very 
frankly,  whether  there  really  is  a  lag  between  Federal  agencies  and 
VA,  because  you  might  find  that  what  VA  is  doing  is,  in  fact,  re- 
cruiting people  into  specialties  that  pay  more  and  so  if  you  are  only 
looking  at  averages  you  really  may  not  be  seeing  a  lag  at  all.  We 
will  need  that  information  before  we  go  forward  with  this  reauthor- 
ization. 

[The  information  referred  to  follows:] 

Question.  What  is  the  average  salary  paid  to  a  VA  physician  receiving  special  pay 
allowances,  and  how  does  it  compare  with  the  average  salary  paid  to  physicians  re- 
ceiving allowances  at  other  Government  agencies? 

Answer.  The  average  salary  paid  to  a  VA  physician  as  of  March  31,  1993,  was 
$84,057.  In  addition,  VA  physicians  are  eligible  for  various  additional  payments 
under  title  38,  United  States  Code. 

In  FY  1992,  the  average  salary  of  physicians  who  receive  a  physicians  comparabil- 
ity allowance  (PCA)  under  5  U.S.C.  5948  {exluding  PCA)  was  $69,854,  the  average 
PCA  received  by  these  physicians  was  $14,541. 

(Data  sources:  VA  salaries— "Employment  Data  on  T.  38  Physicians,  Dentists  and 
Nvu-ses,"  March  31,  1993;  physicians  receiving  PCA— Office  of  Management  and 
Budget,  FY  1992.) 

Ms.  Norton.  Let  me  finally  say  that  one  of  these  days  we  are 
going  to  find  that  we  need  to  start — that  the  market  will  make  us 
start  paying  those  in  general  practice  more  and  more  and  more.  I 
cannot  understand  why  that  shortage,  if  there  is  any  indication 
that  the  market  is  an  imperfect  system  or  an  imperfect  vehicle  it 
is  the  shortage  of  the  doctors  we  need  most,  those  in  general  prac- 
tice, and  the  failure  of  the  market  to — ^to  continue  to  pay  special- 
ists, high  paid  specialists  far  more  with  the  market  correcting  for 
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it  only  very  slowly,  that  spells  disaster  for  the  President's  health 
care  plan. 

We  are  not  under  any  health  care  plan — you  watch  it.  They  are 
not  going  to  be  paying  for  all  these  fancy  special  things  under  that 
plan,  and  you  are  going  to  find  a  whole  lot  of  people  who  spend  a 
whole  lot  of  time  getting  a  whole  lot  of  extra  training  falling  back 
and  becoming  general  practitioners  in  order  to  live.  I  believe  it  is 
going  to  be  reflected  as  well  in  the  Federal  service. 

I  would  like  to  once  again  thank  our  witnesses  today  for  appear- 
ing before  this  subcommittee  and  sharing  their  insights.  It  should 
be  noted  that  invitations  were  extended  to  the  Department  of 
Health  and  Human  Services  as  well  as  the  Federal  Bureau  of  Pris- 
ons. Neither  organization  was  able  to  appear  before  the  subcommit- 
tee this  afternoon  but  have  indicated  that  they  support  reauthor- 
ization of  the  Physicians  Comparability  Program  and  will  submit 
written  statements  to  that  effect  for  the  record. 

If  there  is  no  objection,  the  record  will  be  kept  open  for  2  weeks 
to  allow  for  the  submission  of  these  statements. 

Let  me  say  that  the  ranking  member  very  much  wanted  to  be 
here.  She  has  submitted  her  own  reauthorization  bill  and  strongly 
supports  this  bill. 

And  I  want  to  particularly  thank  my  good  colleague,  Congress- 
woman  Byrne,  for  being  here.  It  is  very  difficult  for  members  who 
are  called  in  different  directions  at  one  time.  And  we  wanted  very 
much  to  have  another  member  here  and  she  waited  for  almost  an 
hour  for  me  when  I  had  to  delay  this  hearing.  I  want  to  just  per- 
sonally thank  her  for  that.  And  I  want  to  thank  those  who  ap- 
peared today  and  those  who  also  were  inconvenienced  and  waited 
for  this  hearing  to  begin. 

The  hearing  is  adjourned. 

[Whereupon,  at  3:48  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene  subject  to  the  call  of  the  chair.] 

[Additional  material  submitted  for  the  record  follows:] 

Prepared  Statement  of  Donna  E.  Shalala,  Secretary  of  Health  and  Human 

Services 

This  is  in  response  to  your  request  for  the  views  of  the  Department  of  Health  and 
Human  Services  [HHS]  on  the  reauthorization  of  the  Physician  Comparability  Al- 
lowance [PCA].  HHS  strongly  endorses  legislation  to  extend  the  program  by  four  ad- 
ditional years  to  1997.  ,  ,         „  ,         ,   o 

Public  Law  101-240  extended  the  physician  comparability  allowance  through  Sep- 
tember 30,  1993.  Under  this  provision,  physicians  who  have  served  24  months  or 
less  may  receive  a  pay  supplement  of  $14,000,  and  those  who  have  served  more 
than  24  months  may  be  eligible  for  a  pay  supplement  up  to  $20,000. 

The  PCA  has  been  the  cornerstone  provision  essential  to  the  recruitment  and  re- 
tention of  physicians  in  the  Department  of  Health  and  Human  Services,  but  particu- 
larly within  the  Public  Health  Service.  In  addition,  the  PCA  is  a  position-based  sys- 
tem that  does  not  require  extensive  individual  documentation  and  is  easily  admims- 
tered.  Its  simpUcity  is  a  major  advantage  over  other  special  pay  systems  that  have 
been  considered  for  the  medical  professions. 

Recognizing  the  problems  in  recruiting  and  retaining  physicians,  the  federal  gov- 
ernment has  long  authorized  special  rates  of  basic  pay  above  regular  pay  rates  for 
medical  officers.  The  PCA  provision  has  enabled  HHS  to  recruit  and  employ  physi- 
cians in  a  variety  of  functions,  including  patient  care  in  hospitals  and  chnics,  basic 
research  in  the  prevention,  treatment  and  cure  of  diseases,  evaluation  of  medical  re- 
search on  the  safety  of  foods,  drugs,  and  medical  devices,  and  admimstration  of 
health  programs. 
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For  the  reasons  stated  above,  we  strongly  support  the  reauthorization  of  the  phy- 
sician comparability  pay  provisions.  We  are  advised  by  the  Office  of  Management 
and  Budget  that  there  is  no  objection  to  the  presentation  of  this  report  from  the 
standpoint  of  the  President's  program. 
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